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For any evaluation of the Sovlet Zone lndustry after the proclamation of the "new
direction" and the connected Moscow decislons to return the SAG industries and a
general cessatlon of reparations, 1t 1s necessary to inquire how far these steps
will result in the overcoming of the vast shortage of consumer goods and the
improvement of the standard of living. It 1s intended to accompany these conces-
slons with a sharpening of the terror in order to stablize the internal politieal
situation.

The 33 SAG industries in Sovlet hands, with a nominal value of 2,700 million DM
wlll formally be returned to German ownership as of 1 Jan 54%. The appropriate
preparations have already been made. The carrying out of the steps will be in the
hands of a mixed German-Soviet commission. Down to the present there is little in-
formation about the membership and operations of this commission. At the same time
the SAG- industrles remalning in Soviet hands will be partly dismantled. No detells
are known as yet. ’ : )

The Soviet directors of the returned lndustries are to remaln at their posts after
the return to German hands, with only the difference that they will fall under
German planners.

A speclal rule ls made for the uranium mines of Aue-Oberschlema-Johanngeorgstadt.
The companies handling these will be united in a new single company, with mixed
German-Soviet heads, not yet named. All production will continue to go to the USSR,
but will be accounted for as part of forelgn commerce as of 1 Jan 54,
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With regard to the question of reparations it is to be noted that the projected
reparations cuts are being put through, and the goods delivered are belng

reckoned as commerce. This 1s especially true with regard to reperations in the
form of shipbuilding. In the current year a number of freight, passenger,
refrigerator and coastal ships are still to be delivered during the current year.
After the end of reparation, however, all further ship deliveries will be reckoned
as commercial exchange, dut with the figures of 194l as a basis, the result of which
will be to continue reparations indirectly.

Similar steps, transforming dirsct into indirect reparations, are being taken with
regard to produstion from the Karl Liebknecht heavy machine factory, Georgl Dimitroff
machine factory, Erst Thdlmann heavy machine factory, 7 Oktober machine factory, all
of Magdeburg, which ars supposed together to deliver 200 million rubles worth of
goods by the end of 1954. These orders have been dated beck to cover thelr real
character as reparations.

If there has been any alteration in the production objectives of the five year plan,
1t 18 only with regard %o the plan for 1953. The planned increase in production on
en overall basis of 14 percent during the second half of the year obviously cannot
be achleved, :

In the area of metal foundries, the earlier planned state capital investment has
been limited to 600 million DM. This should help to overcome the current shortage
of electriocal power and permit both industry and consumers to do something about the
coal shortage. Iron, rolled plate and metal wares allotted to private use are to
inerease by 50 percent, electrical goods by 33 percent, leather and shoes by 35 per-
cent, P L o ) S . P R

The - qudtas in electric. power, brown coal and briguettes were nowhene'nearvmet.during
the first quarter. of 1953. Even in hard coal it was impossible to meet gquobas,
dlthough the delivery of machinery by .the Soviets pérmitted the almost complete
mechanization of the industry. ' The fallure in the briquette industry was due to a
sﬁéggsgézof brown coal, tc the poor quality of that delivered, and to the lack of

“éﬁﬁﬁtfmetal spare parts for the presses.

Ih metal products, with the axaeption‘ofﬂraw 1roh and light metél'produgfs.-uhé
quota will be everywhere reached and in some cases exteeded in 1953. : ’

The insufficiency in heavy machine produstion is malnly due to the féctfthat the
‘eapital investment in metellurgical and elsctrical production was not made acedrding
to plan, The quota will by no means be met in general machinery construetion,
electrical and optical gocds. This is the more important because these industriles
worked particularly for reparations, export and interzonal trade.

in tpe area.of shipbullding, trﬁ@k huiiding and<aéficﬁltﬁral machinery the quota
will not-be fulfilled, This 1s generally due to the fact that the shipyards and

. Tactorles involved devoted se great a part of theéir production to armament.

13,

The development of the armament Industry in general 1s hard to evaluate in view of . -
the "new direction.® It is herdly to be expected that such production will be halted,
only somewhat limited. One concrete detail is that the reconstruction of the Junkers
factory in Dessau will be dropped.
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